We test the relationship between takeover protection and voluntary disclosure in a setting of antitakeover laws in a firm's state of incorporation. After correcting for the endogeneity of firms' incorporation choices, we find that firms incorporated in states with more antitakeover laws have higher levels of voluntary disclosure and stock market liquidity. Further tests do not support shareholder demands being the driving force for this association. Our findings are consistent with takeover protection and poor disclosure serving as substitute mechanisms for deterring takeovers. Therefore, as antitakeover statutes mitigate takeover threats, they enhance managers' incentives to disclose more in order to realize capital market benefits.
I. Introduction
Managers have incentives to withhold disclosures in order to mitigate shareholder monitoring (Shleifer and Vishny (1989) ). Corporate scandals such as those of Enron and WorldCom suggest that withholding value-relevant information can mislead investors, sometimes resulting in enormous welfare losses. 1 In the United States, post-Enron reforms generally focus on strengthening corporate governance (e.g., board monitoring) and requiring firms to provide more transparent financial disclosure. Although prior studies (e.g., Karpoff and Malatesta (1989) , Gompers, Ishii, and Metrick (2003) ) suggest that the takeover market disciplines management and mitigates agency problems, it remains unclear how this mechanism affects firms' voluntary disclosure practices. Our purpose is to fill the void by examining the relation between takeover protection and voluntary disclosure activity.
Takeover protection may have two opposite effects on a firm's voluntary disclosure activity. One, the conventional entrenchment view, suggests that entrenched managers would be likely to extract shareholder wealth (Fama (1980) ). Thus, according to this entrenchment view, as takeover protection entrenches management, it increases managers' incentives to withhold disclosures in order to disguise their expropriation behavior. Two alternative views argue for the opposite effect. Because less disclosure eases takeover pressure by increasing potential bidder uncertainty (e.g., Edlin and Stiglitz (1995) ), the takeover-pressure view suggests that less-protected managers would be more likely to withhold disclosures in order to mitigate takeover threats. The other view, the shareholderdemand view, argues that shareholders would demand more informative disclosure as a compensatory monitoring mechanism when there is a less effective takeover market. Therefore, the entrenchment view implies a negative association between takeover protection and voluntary disclosure, whereas both the takeoverpressure view and the shareholder-demand view predict a positive association. Consistent with the takeover-pressure and shareholder-demand views, but not the entrenchment view, we find that greater state law protection from takeovers leads to more voluntary disclosure. We find further evidence suggesting that the takeover-pressure view explains this result better than the shareholder-demand view.
We examine this issue from the perspective of the state of incorporation, because antitakeover statutes vary between states and U.S. firms are subject to corporate laws in their state of incorporation. Using a self-selection regression model, we control for the endogeneity in firms' incorporation decision and the resulting state-level takeover protection. As in prior studies (e.g., Bebchuk and Cohen (2003) , Wald and Long (2007) ), we measure state-level takeover protection by the number of antitakeover statutes adopted in the state. To measure the level of voluntary disclosure, we follow Bens and Monahan (2004) and employ the disclosure rankings developed by the Association for Investment Management and Research (AIMR) as our proxy for voluntary disclosure.
We find evidence that firms incorporated in states with more antitakeover statutes generally have higher levels of voluntary disclosure than firms subject to fewer antitakeover statutes after accounting for self-selection bias. The results are robust to a battery of sensitivity tests, including those that enhance the validity of instrumental variables, alternative measures of voluntary disclosure and antitakeover legislation, and additional controls for factors that may cloud our inferences. We also find that firms incorporated in states with more antitakeover statutes have higher levels of stock market liquidity, confirming that capital market benefits accrue to these firms. In summary, we find a positive association between antitakeover laws and disclosure, which is inconsistent with the entrenchment view but is consistent with the takeover-pressure view and the shareholder-demand view.
If shareholder demand drives the positive relation between antitakeover statutes and disclosure, then due to shareholders' concerns about proprietary costs, this relation should be weakened when the proprietary costs of disclosure are high. In contrast, the takeover-pressure view, which argues for managerial self-interest as the driving force, predicts no difference in this disclosure effect across firms with differential levels of proprietary costs. We find that the interaction terms of antitakeover statutes with proxies for proprietary costs are not statistically significant. Thus, our results are more consistent with the takeover-pressure view that managerial self-interest drives increased disclosure in less-robust takeover markets.
Finally, we find that the effect of antitakeover statutes on voluntary disclosure is greater for firms with more firm-level takeover defenses. Our results support the conjecture that managers of firms with more takeover defenses possess greater discretion over disclosure; thus, when further protected by state antitakeover statutes, they are willing to increase disclosure to realize greater capital market benefits.
This study contributes to two streams of literature. First, it adds to the finance literature on how control considerations affect corporate decisions. Prior studies find that managers mitigate takeover threats by either holding higher levels of ownership (Cheng, Nagar, and Rajan (2005) ), maintaining higher levels of financial leverage (Garvey and Hanka (1999) ), 2 or encouraging employee ownership through defined contribution plans (Rauh (2006) ). Complementing these studies, our paper provides evidence that managers also reduce takeover pressure by reducing transparency in voluntary disclosure. 3 Second, this study contributes to the literature on the association between corporate governance and voluntary disclosure practices. Recent studies (e.g., Ajinkya, Bhojraj, and Sengupta (2005) , Karamanou and Vafeas (2005) ) emphasize the role of disclosure in alleviating the adverse selection problem and generally find that stronger internal governance is associated with more transparent disclosure. We focus on the disciplinary role of disclosure in mitigating moral hazard-related agency problems and find that stronger external governance is associated with less transparent disclosure. In addition, our paper is the first to provide evidence that managers withhold information in the absence of antitakeover statutes because of self-interest, not because of stockholders' pressure to minimize the proprietary costs of disclosure.
Our paper has important policy implications. Post-Enron reforms generally focus on strengthening corporate governance and improving financial disclosure.
Our evidence, however, suggests that stronger external governance may be achieved at the cost of financial transparency. Policy makers need to be aware of this cost before they reduce firms' takeover protection.
The remainder of this paper proceeds as follows: Section II reviews the literature and develops the hypotheses to be tested. Section III describes our sample selection procedure, main variable measurement, and descriptive statistics. Section IV introduces our empirical models, presents the main results, and discusses additional analyses. Section V summarizes this study.
II. Literature Review and Hypothesis Development
This section develops three competing views on the effect of takeover protection on firms' voluntary disclosure activity: entrenchment, takeover pressure, and shareholder demand. The entrenchment view argues that takeover protection is likely to decrease disclosure. As takeover protection dampens the effectiveness of external monitoring, entrenched managers are likely to engage in expropriation at the expense of shareholder interests (e.g., Fama and Jensen (1983) , Scharfstein (1988) ). Recent studies (e.g., Bens and Monahan (2004) , Hope and Thomas (2008) , Huang and Zhang (2012) ) suggest that transparent disclosure allows shareholders to monitor managers effectively. Conversely, poor disclosure increases managers' opportunities to extract shareholder wealth and reduces the likelihood of reprisals. Thus, as takeover protection entrenches managers, they are motivated to disclose less information.
In contrast to the entrenchment view, both the takeover-pressure view and the shareholder-demand view posit that takeover protection is likely to increase disclosure. According to the takeover-pressure view, poor disclosure eases takeover pressure by making it difficult for bidders to estimate the gains from acquiring target firms and replacing incumbent managers (Shleifer and Vishny (1989) , Edlin and Stigliz (1995) ). Similarly, informative disclosure more fully reveals unresolved agency problems (e.g., inefficient internal capital transfer) and thus heightens external monitoring by takeover markets. Therefore, for job security concerns, less-protected managers are likely to withhold information. As takeover protection affords greater job security for managers, they are less likely to resort to withholding information to defend against takeovers.
Unlike the other views, the shareholder-demand view argues for an active shareholder role in determining firms' disclosure activity. Consistent with this argument, studies (Healy, Hutton, and Palepu (1999), Jung (2013) ) suggest that shareholders' demands create pressure for management to improve the firm's financial transparency. In the context of our study, as takeover protection weakens external monitoring by takeover markets, it exacerbates agency problems such as excessive executive compensation (Cheng and Indjejikian (2009) ) and larger amounts of inefficient, empire-building acquisitions (Gompers et al. (2003) , Masulis, Wang, and Xie (2007) ). Corporate disclosures and governance systems are likely to be substitutes in addressing such problems (Bushman, Chen, Engel, and Smith (2004) ). Therefore, shareholders are likely to demand more disclosure to maintain the monitoring of management when governance systems are weakened by takeover protection.
Two recent working papers provide limited evidence regarding the association between takeover protection and disclosure activity. Berger and Hann (2002) find that subsequent to the increased segment disclosures required under Statement of Financial Accounting Standards (SFAS) 131, firms adopted more antitakeover provisions. Our study differs from Berger and Hann (2002) in that they examine the effect of disclosure on firm-level takeover defenses, whereas we study the effect of state antitakeover statutes on disclosure. Using quarterly management earnings forecasts as a proxy for voluntary disclosure and the Governance Index of Gompers et al. (2003) as a proxy for takeover protection, Fu and Liu (2007) find a positive relation between voluntary disclosure and takeover defenses. However, Fu and Liu's methodology suffers from three serious drawbacks. First, as discussed in Section III, management forecasts constitute an extremely small portion of a firm's disclosure activity, which limits the generalizability of Fu and Liu's findings. Second, they do not control for the endogeneity of takeover protection. Third, their findings are subject to alternative interpretations; thus, the driving force underlying the association between voluntary disclosure and takeover protection remains unclear.
During the mid-to late-1980s, at the behest of a few local firms, many states enacted statutes on control share acquisition (CSA), fair price (FP), business combination (BC) (i.e., no-freeze-out statutes), poison pill endorsement (PPE), and constituencies (see Karpoff and Malatesta (1989) and Bebchuk and Cohen (2003) for details of these statutes). The existing literature suggests that these statutes provide strong inhibitions for takeovers. For example, Comment and Schwert (1995) find that takeover premiums increased substantially after antitakeover statutes were enacted, suggesting that these laws raise the cost of acquisitions and thus discourage potential bidders. Schwert (2000) further reports that hostile takeover activity declined after these enactments. In addition, numerous studies (e.g., Bertrand and Mullainathan (2003) , Cheng et al. (2005) , and Rauh (2006) ) find evidence that antitakeover statutes enhance managerial control and weaken external monitoring from the takeover market.
In summary, the entrenchment view suggests that antitakeover statutes motivate managers to withhold disclosure, whereas both the takeover-pressure view and the shareholder-demand view suggest that voluntary disclosure increases with antitakeover statutes. Given these conflicting predictions, we test the following nondirectional hypothesis, stated in its null form: Hypothesis 1. The level of disclosure is unrelated to state antitakeover statutes.
Later, we discuss an approach to distinguish between the takeover-pressure and shareholder-demand views. Our approach is conditional on our finding a positive association between state antitakeover statutes and voluntary disclosure. These two views diverge regarding who is the driving force behind this association: shareholders or management. Prior theoretical studies (Verrecchia (1983) , Wagenhofer (1990) ) suggest that disclosure is likely to involve proprietary costs when revealing strategically important information to product market competitors. Assuming no conflicts of interest between managers and shareholders, these studies conclude that firms/shareholders have incentives to withhold information that will jeopardize the firms' competitive position (Healy and Palepu (2001) ).
Thus, if it is shareholders who are driving increased disclosure in the presence of antitakeover statutes, this association should be weaker when a firm's proprietary disclosure costs are higher. 4 However, if it is managerial self-interest that drives increased disclosure in the presence of antitakeover statutes, the strength of this relation should not be related to a firm's proprietary costs, because managers are more concerned about the effect of disclosure on private benefits of control (Berger and Hann (2007) Bushee and Noe (2000) . Our initial sample contains all firm-years with complete AIMR ratings of the total disclosures in Bushee and Noe's data set. We then merge this data set with Compustat for various financial data and exclude all firm-years for which the required data are missing. We also retrieve information on the state of incorporation and firm-level provisions from the RiskMetrics Corporate Governance database. 6 In addition, we utilize Bebchuk and Cohen's (2003) state antitakeover index data set on antitakeover statutes. We further eliminate the following observations: i) financial services and utility firms (Standard Industrial Classification (SIC) codes 6000-6500 and 4400-4999), since these firms are subject to heavy federal regulations, and ii) firm-years in which firms reincorporated, because this change leads these observations to be incomparable with others. The final data set for the multivariate analyses consists of 368 firms with a total of 1,977 firm-years. Table 1 summarizes the sample selection procedure. 
B. State Antitakeover Statutes
To proxy for the strength of state-level legal protection against hostile takeovers, we follow recent studies (Qi and Wald (2008) , Mansi, Maxwell, and Wald (2010) ) and create an index, StateLawIndex, equivalent to Bebchuk and Cohen's (2003) antitakeover index plus 1, if the recapture law exists in that state and year, and 0 otherwise.
7 Firms' available takeover deterrents increase with the number of antitakeover statutes governing the firm. In addition, a state amassing antitakeover statutes signals that the state is likely to provide further takeover protection (Bebchuk and Cohen (2003) ). To the extent that the strength of this signal increases with the number of statutes, it is also credible to argue that statelevel takeover protection increases with the number of statutes. Since firms incorporated in certain states, such as Pennsylvania, are able to opt out of some of the antitakeover laws, we follow Wald and Long (2007) and use the RiskMetrics database to adjust each firm's index value by the firm's opt-out decision. Bebchuk and Cohen's (2003) antitakeover index and its variants have been widely used as proxies for the impact of the state-level legal protection on takeover vulnerability in recent studies (e.g., Wald and Long (2007) , Qi and Wald (2008) , Francis, Hasan, John, and Waisman (2010) , and Mansi et al. (2010) ).
C. Voluntary Disclosure
Our proxy for voluntary disclosure is based on the annual ratings of voluntary disclosure practices published in the Corporate Information Committee Report of the AIMR. For each industry, the AIMR forms a subcommittee consisting of top financial analysts tracking that industry, to assess the quality of disclosure practices of selected firms and to assign ratings on an annual basis. Bebchuk and Cohen's (2003) antitakeover index, which is based on the work of Gartman (2000) , increases by 1 if the state has enacted a CSA statute, an FP statute, a BC statute, a PPE statute, or a Constituencies statute. The recapture law is an antitakeover statute adopted by Pennsylvania and Ohio that discourages potential acquirers by enabling the "recapture" of all short-term profits made by a hostile acquirer. We also use Bebchuk and Cohen's (2003) antitakeover index and recapture laws separately and obtain essentially unchanged results (not reported).
8 One potential problem with the AIMR ratings is that they are likely to capture analysts' subjective perceptions of voluntary disclosure rather than objectively measure disclosure. However, the AIMR Subcommittee members evaluate disclosure activity along three dimensions: i) annual report/10-K disclosures, ii) other publications (e.g., interim report/10-Q) disclosures, and iii) investor relations activities. The three component ratings are combined to generate summary ratings and industry rankings for firms' overall disclosure practices.
Numerous studies (e.g., Sengupta (1998) , Botosan and Plumlee (2002) , Bens and Monahan (2004) , Yu (2005) , Khurana, Pereira, and Martin (2006) , and Huang and Zhang (2012) ) construct disclosure proxies based on AIMR ratings and find evidence generally consistent with disclosure theories, indicating that the AIMR ratings are valid for measuring the transparency of disclosure. In addition, relative to management forecasts-based measures used by Fu and Liu (2007) , AIMR ratings-based measures have two noteworthy merits. First, the AIMR ratings represent a much more comprehensive measure of disclosure activity than management earnings forecasts (Lundholm and Myers (2002) ), which constitute a very small portion of a firm's disclosure. Second, as discussed in the section on hypothesis development, the association between takeover protection and disclosure activity is predicated on the monitoring role of disclosure. Information conveyed in (quarterly) management forecasts can be easily obtained or verified by outside investors through actual earnings realizations in subsequent periods (Healy and Palepu (2001) ). In contrast, other types of voluntary disclosure, such as investment plans and disaggregated segment information prior to the SFAS 131, are not easily available to outside investors if management withholds such information. Thus, to mitigate shareholder monitoring, managers are more likely to disclose less in financial reports than to reduce the frequency and/or accuracy of earnings forecasts.
The raw AIMR ratings are likely to lack comparability across industries and/or across time because different subcommittees may apply period-or industry-specific disclosure scales (Healy et al. (1999) , Bushee and Noe (2000) ).
To improve comparability, we follow prior research (e.g., Healy et al. (1999) , Bushee and Noe (2000) ) and convert the firm's AIMR industry ranking to a percentile within each industry-year:
where N it is the number of firms ranked by analysts in firm i's industry in year t, and Rank it is firm i's disclosure ranking relative to its industry peers in year t as reported by the AIMR. The conversion methodology thus assigns 1 to firms rated highest in their industry and 0 to those rated lowest. In our empirical analyses later, we construct 4 measures of percentile ranks, TotalDisc, AnnualDisc, OtherDisc, and RelationDisc, based on the above formula to reflect total disclosure, annual disclosure, other disclosure, and investor relations, respectively. The measures of percentile ranks of the AIMR ratings have been used in disclosure reports only the consensus of subcommittee members without disclosing individual analyst ratings, which reduces the incentive for individual analysts to strengthen their relations with management. studies that perform pooled time-series analyses (e.g., Lundholm (1993), (1996) , Lundholm and Myers (2002) , and Bens and Monahan (2004) ). Table 2 lists the number of state antitakeover statutes adopted by each state and the number of sample firms incorporated in each state. Approximately 56% of the sample firms are incorporated in Delaware, which is comparable with prior studies (e.g., Bertrand and Mullainathan (2003) , Cheng et al. (2005) , and Francis et al. (2010) ). Among the 34 states in our sample, only 4 states did not pass an antitakeover statute during the sample period. States differ substantially in the number of their antitakeover statutes, allowing us to examine the effect of statelevel takeover protection on disclosure. We control for a variety of firm, state, and industry characteristics and discuss their expected relations with firms' disclosure quality and incorporation decisions in Section IV. Table 3 provides detailed definitions of these variables. Panels A and B of Table 4 report their descriptive statistics for all firm-years, firm-years CorrEarnRet the correlation between firm i's annual earnings (#18 deflated by beginning-of-the-year total assets) and market-adjusted annual stock returns computed for the 10 years preceding year t;
D. Descriptive Statistics
Financing a dummy variable with a value of 1 if firm i did not have an acquisition that contributed to sales (i.e., #249 = 0 or missing) but its number of outstanding shares increased by at least 10%, or firm i's long-term debts increased by at least 10% in year t (Ali, Chen, and Radhakrishnan (2007) ); Leverage the ratio of firm i's total debts (#9 + #34) to total assets (#6) in year t − 1; MB the ratio of the market value of the total firm to the book value of assets (#6) in year t − 1, where the market value of the total firm is measured as the book value of assets plus the market value of common stock (#199 × #25) less the sum of the book value of common stock (#60) and balance sheet deferred taxes (#74) (Kaplan and Zingales (1997) );
Log(Employees) the natural log of the number of firm i's employees (#29) in year t − 1;
Employees/StatePopulation the ratio of the number of firm i's employees (#29) to the population of its home state in year t − 1; TAconstraint a dummy variable with a value of 1 if there is a total asset constraint in the state where the firm is incorporated, and 0 otherwise; FirmGovIndex the number of firm-level antitakeover provisions in year t; R&D% the ratio of firm i's research and development (R&D) expenses (#46) to its sales (#12) in year t − 1; AdvExp% the ratio of firm i's advertising expenses (#45) to its sales (#12) in year t − 1; PP&E% the ratio of firm i's net property, plant, and equipment (#8) to its sales (#12) in year t − 1; DepExp% the ratio of firm i's depreciation expenses (#14) to its sales (#12) in year t − 1; IndUnionization% the percentage of employed wage and salary workers, ages 16 and over, who are union members in each 3-digit Census Industry Code (CIC) industry in year t − 1; SalesGrowth the growth of sales (#12) measured as (sales t−1 -sales t−2 ) / sales t−2 ;
Herfindahl the Herfindahl index of firm i, measured as the sum of squared market shares of all firms in the same 2-digit SIC industry, where a firm's market share is the firm's sales (#12) as a proportion of total sales in the industry; IndusConcen industry concentration ratio measured as the percentage of market share owned by the largest 4 firms in the same 2-digit industry, where a firm's market share is the firm's sales (#12) as a proportion of total sales in the industry; Illiquidity firm i's annual average ratio of the daily absolute return to the dollar trading volume on that day during each year (Amihud (2002) AbnormalAccr the absolute value of firm i's abnormal accruals measured as deviations from the predicted values from the corresponding industry-year regression, TAi,t/Asset i,t−1 = K1/Asset i,t−1 +K2 ×(ΔRevi,t − ΔARi,t )/Asset i,t−1 +K3 ×PP&Ei,t/Asset i,t−1 + εi,t, where TAi,t is firm i's total accruals in year t, Asset i,t−1 is firm i's total assets (#6) at the end of year t − 1, ΔRevi,t is firm i's change in revenues (#12) between year t and year t − 1, ΔARi,t is firm i's change in accounts receivable (#2) between year t and year t − 1, and PP&Ei,t is firm i's net book value of property, plant, and equipment (#8) at the end of year t. incorporated in-state, and firm-years incorporated out-of-state, respectively. The median total assets (FirmSize) of all firm-years is $3.591 billion, suggesting that our sample firms are generally large. However, the minimum and 1st quartile of total assets are $63.4 million and $1.444 billion, respectively, for all firm-years, which implies that our sample also includes relatively small firms. The descriptive statistics of TotalDisc, StateLawIndex, and various control variables are generally comparable with those reported in prior studies (Lang and Lundholm (1993) , Lundholm and Myers (2002) ). In addition, approximately 30% of our sample firms are incorporated in-state (HomeState = 1), a result consistent with the findings of prior studies (e.g., Wald and Long (2007) ). We also examine correlations among variables included in the disclosure analyses for firms incorporated in-state, firms incorporated out-of-state, and all sample firms, respectively. (For parsimony, we do not tabulate these results.) The correlation between TotalDisc and StateLawIndex is positive and significant at p < 0.01 for both the full sample and the subsample of firms incorporated outof-state, consistent with the notion that state-level takeover protection increases firms' voluntary disclosure. In addition, TotalDisc is positively correlated with Log(FirmSize), FinPerf, MktReturn, PP&E%, and FirmGovIndex, and negatively associated with Std(Return) and CorrEarnRet, suggesting the necessity to control for these variables in the multivariate analyses. To minimize outlier effects, we winsorize continuous variables at the top and bottom 1 percentile.
IV. Research Design and Results
In this section, we explain the research design and report all empirical results. All of our tests employ 2-stage self-selection models to account for endogeneity bias resulting from firms' incorporation decisions. Section IV.A examines the determinants of a firm's incorporation decision as the 1st-stage model. Section IV.B analyzes the impact of antitakeover statutes on voluntary disclosure and addresses two potential concerns regarding our 2-stage method. Section IV.C examines the effect of antitakeover statutes on stock market liquidity. Section IV.D examines whether the voluntary disclosure results are driven primarily by shareholder demand or managerial self-interest. Finally, Section IV.E examines the interaction between the statutes and firm-level antitakeover provisions.
A. Endogenous Incorporation Decisions
In the United States, firms can choose in which state to incorporate and are subject to that state's corporate laws. Recent studies (e.g., Bebchuk and Cohen (2003) , Wald and Long (2007) In this equation, HomeState is a dummy variable reflecting the binary outcome of whether the firm incorporates in-state or out-of-state. We include firm, state, and industry characteristics as the determinants of firms' incorporation decisions. Specifically, firm characteristics include firm size (Log(FirmSize)), financial performance (FinPerf ), market-to-book ratio (MB), asset tangibility (R&D%, AdvExp%, PP&E%, and DepExp%), and firm employment (Log(Employees) and Employees/StatePopulation). In addition, we include HomeStateLawIndex, a measure of antitakeover statutes in the firm's home state, and HomeTAconstraint, a dummy variable of total asset constraints in its home state, to capture the effect of the home state's statutory restrictions, because managers prefer states with more restrictive antitakeover statutes or less-stringent payout constraints (Wald and Long (2007) ). Finally, as in Wald and Long, we control for industry fixed effects, including HighTech for the technology industry and dummy variables for other industries, and year fixed effects.
Successful use of the Heckman (1976) 2-stage procedure requires the presence of at least one explanatory variable that is correlated with the endogenous incorporation choice in the 1st-stage equation, but is not correlated with the 2nd-stage error term when other covariates are controlled (Puhani (2000) ). To meet exclusion restrictions, we use two employment measures, the number of employees (Log(Employees)) and the ratio of employees to state population (Employees/StatePopulation), as instrumental variables in equation (1) for two reasons. First, state legislatures generally respond to in-state (potentially voting) organized employees more than out-of-state (nonvoting) dispersed shareholders (Romano (1987) ). Accordingly, firms with more employees generally have greater ability to seek protective legislation in their home states. Consistent with this argument, Wald and Long (2007) find that firms with more employees are more likely to incorporate in their home state. In addition, a given number of employees would also give a firm more political clout when its home state's population is lower. Thus, our 1st-stage incorporation equation includes the two employment measures as important explanatory variables. Second, it is unlikely that these two variables affect disclosure, because according to the disclosure literature (e.g., Lang and Lundholm (1993) ), the major firm-level determinants of voluntary disclosure are firm size, performance, performance variability, and management/investor information asymmetry. Bushee, Matsumoto, and Miller (2003) also find an insignificant association between the number of employees and voluntary disclosure. Thus, we believe that the two employment measures are valid instruments for the incorporation decision.
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As column 1 of Table 5 shows, larger firms (Log(FirmSize)) are less likely to incorporate in-state, a result consistent with Bebchuk and Cohen's (2003) extra cost story that the extra transaction costs involved in out-of-state incorporation have lower weight for larger firms. As in Wald and Long (2007) , more profitable Table 5 reports the results of probit regressions on firms' in-state versus out-of-state incorporation decisions during the period 1987-1995. Column 1 presents the results on the full sample, and column 2 presents the results on a narrower sample after excluding i) both out-of-state incorporating firms whose home state has more antitakeover laws than Delaware, and ii) in-state incorporating firms whose home state has fewer antitakeover laws than Delaware. The dependent variable HomeState for the 2 columns is a dummy variable with a value of 1 if the firm's home state equals its state of incorporation, and 0 otherwise. See Table 3 for other variable definitions. For brevity, the coefficients on industry and year dummy variables are not presented. *, **, and *** represent significance at the 10%, 5%, and 1% levels, respectively, for 2-tailed tests. Zstatistics using standard errors clustered by firms are reported in parentheses. is significantly and positively associated with the likelihood of in-state incorporation, suggesting that firms with more employees benefit from their increased political influence (Wald and Long (2007) ). 11 Finally, we find that firms headquartered in states with more antitakeover laws (HomeStateLawIndex) or looser payout restrictions (HomeTAconstraint) are more likely to incorporate in their headquarters state, which is consistent with Wald and Long's findings that managers prefer to incorporate in states that are less restrictive or more friendly to incumbent managers.
B. Disclosure Analysis 1. Disclosure Model
To test the hypothesis that state antitakeover laws are associated with voluntary disclosure, we include the inverse Mills ratios based on the results from equation (1) as additional regressors in the following equation (2): 
where j = 0 for firms incorporated out-of-state, and j = 1 for firms incorporated in-state. We control for firm, state, and industry characteristics that potentially affect a firm's disclosure. As in prior studies (Lang and Lundholm (1993) , Nagar, Nanda, and Wysocki (2003)), we control for firm characteristics, including firm size (Log(FirmSize)), firm performance (FinPerf and MktReturn), market-to-book ratio (MB), performance variability (Std(Return)), the correlation between returns and earnings (CorrEarnRet), and the need for external capital (Financing). In addition, we include the 4 measures of asset opacity or tangibility (R&D%, AdvExp%, PP&E%, and DepExp%). Prior studies (e.g., Lang and Lundholm (1993) ) generally find evidence that voluntary disclosure increases with firm size 11 Since the primary purpose of implementing exclusion restrictions is to mitigate potential collinearity problems caused by controlling for inverse Mills ratios (Puhani (2000) ), we also calculate the variance inflation factors (VIFs) in our 2nd-stage disclosure regressions. All the VIFs are lower than the cutoff point of 10 (Kutner, Nachtsheim, and Neter (2004)), which suggests that including inverse Mills ratios in the disclosure equation does not introduce serious multicollinearity problems. and performance but report mixed findings regarding the relationship between voluntary disclosure and other variables. As we focus on the impact of state antitakeover statutes, we also include FirmGovIndex, a measure of firm-level antitakeover provisions based on Gompers et al. (2003) , and Leverage, a measure of financial leverage (Garvey and Hanka (1999) ), to control for firm-specific takeover vulnerability.
In addition to antitakeover laws, corporate laws of the states of incorporation also differ in their restrictions on firm distributions to shareholders.
12 The primary goal of these state-level payout restrictions is to protect the interests of debt holders by preserving the minimum value of corporate assets necessary to secure payment of debt-holder claims. To the extent that these restrictions and voluntary disclosure are substitutes in mitigating the agency cost of debt, 13 we expect a negative association between statutory payout restrictions and firms' voluntary disclosure. Thus, following Francis et al. (2010) , we include the dummy variable TAconstraint to capture differences in state-of-incorporation payout restrictions. We further add a set of state-of-location dummy variables (HomeLocation) to control for differences across the states where our sample firms are headquartered. Finally, given the panel nature of our data, we control for industry and year fixed effects. In estimating the 2nd-stage disclosure model, we allow the standard errors to cluster by state of incorporation to account for arbitrary correlation across firms incorporated in the same state and serial correlation across years within the same firm. 
Results of Disclosure Analyses
We estimate equation (2) separately for firms incorporated in-state and outof-state. 15 In columns 1 and 2 of Table 6 , we present the 2nd-stage results corresponding to the 1st-stage analyses reported in column 1 of Table 5 . For firms incorporated out-of-state (HomeState = 0), which account for approximately 70% of our sample firms, the coefficient on StateLawIndex is positive and statistically significant (p < 0.01), suggesting that firms incorporated in a state with more antitakeover laws tend to provide higher levels of disclosure. By comparison, the effect of state antitakeover laws is less pronounced and not significant for firms incorporated in-state (HomeState = 1). In addition, inverse Mills ratios (InvMills 1 12 According to Peterson and Hawker (1997) , states such as Arizona, Delaware, Kansas, Louisiana, Maine, Nevada, New Hampshire, Oklahoma, Rhode Island, and Vermont adopt few restrictions on firm distributions. Firms incorporated in these states are allowed to pay dividends out of surplus or, in case surplus is not available, out of the net profits for the fiscal year in which the dividend is declared and/or the preceding fiscal year. At the other end of the spectrum are California and Alaska, the two states with the most stringent dividend statutes, which require a minimum 1.25 ratio between the book value of the total assets (exclusive of intangible assets such as goodwill) and total liabilities before a distribution can be made to investors. Most states generally adopt relatively mild restrictions. For example, Arkansas, Florida, and many other states allow financial distributions whenever the corporation's total assets exceed total liabilities.
13 Sengupta (1998) suggests that voluntary disclosure reduces creditors' perception of default risk for the disclosing firm and thus lowers its cost of debt.
14 Alternatively, we cluster the standard errors either by state of location or by firm and find similar results (untabulated). 15 We perform several sensitivity tests of disclosure analyses and report the results in the Appendix.
TABLE 6
The Effect of State Antitakeover Laws on Voluntary Disclosure
The columns under "HomeState = 1" show the 2nd-stage regression results of sample firms that are incorporated in-state during the period 1987-1995. The columns under "HomeState = 0" show the 2nd-stage regression results of sample firms that are incorporated out-of-state during the period 1987-1995. Columns 1 and 2 report the results on the full sample; columns 3 and 4 report the results on the sample after excluding both i) out-of-state incorporating firms whose home state has more antitakeover laws than Delaware, and ii) in-state incorporating firms whose home state has fewer antitakeover laws than Delaware; columns 5 and 6 report the results on a subsample of firm-years whose home state has a right-towork law; and columns 7 and 8 report the results with the firm's industry unionization rate as an additional control. In all regressions, the dependent variable TotalDisc is the percentile rank of the AIMR ratings of firm i's total voluntary disclosure in year t. StateLawIndex is the antitakeover index in year t measured as the number of state antitakeover laws (i.e., CSA statute, FP statute, BC statute, PPE statute, constituencies statute, and recapture statute) in the state where the firm is incorporated. See Table 3 for other variable definitions. All regressions include home state location, industry, and year fixed effects. For brevity, the coefficients on these dummy variables are not presented. *, **, and *** represent significance at the 10%, 5%, and 1% levels, respectively, for 2-tailed tests. Z-statistics using standard errors clustered by states of incorporation are reported in parentheses. and InvMills 0 ) are significantly associated with disclosure, indicating the importance of correcting for self-selection bias. In terms of other control variables, in the HomeState = 0 regression, a firm's disclosure is positively associated with its size (Log(FirmSize)) and performance (MktReturn), consistent with the findings of prior studies (e.g., Lang and Lundholm (1993) ). For these firms, higher MB and R&D% are associated with higher levels of disclosure, suggesting that growth firms are likely to disclose more in order to mitigate information asymmetry. In addition, out-of-state incorporating firms with more firm-level provisions (FirmGovIndex) have higher levels of voluntary disclosure. Because these provisions reduce takeover vulnerability (Gompers et al. (2003) ), this result also suggests that more-protected firms tend to provide more transparent disclosures. Finally, the coefficient on TAconstraint is significantly negative, suggesting that state-level payout restrictions are a substitute for disclosure to protect debt-holder interests. By comparison, in the HomeState = 1 regression, fewer variables are significantly associated with disclosure, though most of these variables have the same signs as the HomeState = 0 regression.
A potential concern with the foregoing 2-stage analysis is that it corrects for selection bias resulting from in-state or out-of-state incorporation, rather than directly controlling bias from firms choosing to incorporate in states with stronger antitakeover laws. U.S. firms can incorporate either in their home state; in Delaware, where more than 50% of public firms are incorporated; or in another state. As prior studies (e.g., Romano (1987) , Daines (2001) ) point out, compared to other states, Delaware is appealing to many public firms for its specialized legal capital, significant legal precedents, and responsiveness in updating legislation. Therefore, a firm might choose to incorporate in Delaware for reasons other than seeking stronger takeover protection. To ensure our inference is sound, we use Delaware as a benchmark and drop from our sample i) out-of-state incorporating firms whose home state has more antitakeover laws than Delaware, and ii) in-state incorporating firms whose home state has fewer antitakeover laws than Delaware. Subsequently, only 3.5% of observations in the out-of-state incorporating sample have weaker antitakeover laws in the state of incorporation than their home state, suggesting that nearly all of these firms self-select into out-of-state incorporation for stronger antitakeover laws.
We present the 1st-stage results on this narrower sample in column 2 of Table 5 and the corresponding 2nd-stage results in columns 3 and 4 of Table 6 . 16 Both Log(Employees) and Employees/StatePopulation are positively associated with the likelihood of in-state incorporation. Thus, a firm's employment level relative to its home state's population also affects its in-state political influence and incorporation decision. As shown in column 4, StateLawIndex remains positively associated with disclosure for out-of-state incorporating firms.
Another potential concern with our design is that the 2 employment-related instrumental variables could be correlated with firm disclosure policy. Prior studies (Hilary (2006) , Scott (1994) ) suggest that firms dealing with strong unions reduce voluntary disclosure in order to improve their bargaining position. To the extent that firms with a large number of employees are more labor intensive and are more likely to be unionized, our instruments could be correlated with firm disclosure policy through this collective bargaining channel and, therefore, could be invalid. To address this concern, we adopt two approaches. First, we perform a 2-stage analysis on a subsample of firm-years whose home state has a rightto-work law. 17 Since such laws severely weaken union bargaining power, it is unlikely that firm employment affects disclosure policy through the collective bargaining channel. As shown in columns 5 and 6 of Table 6 , the coefficient on StateLawIndex remains positive and significant (p < 0.1) in the HomeState = 0 regression and insignificant in the HomeState = 1 regression. Because the subsample approach may lack statistical power due to using a substantially smaller sample, we adopt a 2nd approach by directly controlling for the unionization rate (IndUnionization%) in a firm's industry in the disclosure regression using the Union Membership and Coverage Database. 18 The results in columns 7 and 8 show that in the out-of-state sample, firms protected by more antitakeover statutes disclose more transparently. In addition, IndUnionization% is negatively associated with voluntary disclosure, consistent with managers reducing disclosure in the presence of strong unions (Hilary) .
C. Market Liquidity Analysis
Our findings so far suggest that firms incorporated in states with more antitakeover statutes provide higher levels of disclosure. To corroborate these findings, we further examine the effect of antitakeover statutes on market liquidity. Prior studies (e.g., Leuz and Verrecchia (2000) , Brown, Hillegeist, and Lo (2004)) show that increased disclosure is related to capital market benefits such as increased liquidity. If firms incorporated in states with more antitakeover statutes disclose more information (consistent with our earlier results), we expect such disclosure-related benefits to be more pronounced for these firms.
To test this prediction, we adopt 3 widely used measures of liquidity: dollar volume of trading (TradingVolume), stock turnover (Turnover), and stock illiquidity (Illiquidity).
19 Consistent with trading volume and turnover being proxies for liquidity, several studies (e.g., Brennan, Chordia, and Subrahmanyam (1998) , Chordia, Subrahmanyam, and Anshuman (2001) ) find that expected stock returns are negatively associated with these two measures. Higher values of TradingVolume and Turnover suggest higher levels of liquidity. Although these two measures capture trading frequency or willingness, they fail to account for trading costs and may capture effects not related to liquidity (Lesmond (2005) ). We therefore adopt a 3rd proxy, the illiquidity measure (Illiquidity) introduced by Amihud (2002) . Following Kyle's (1985) price impact definition of liquidity, this ratio reflects the daily price response associated with $1 of trading volume; thus, a higher value of Illiquidity indicates less liquidity.
As in the disclosure analyses, we adopt a 2-stage framework to investigate the relation between state antitakeover laws and market liquidity. Since the 1st-stage estimation results for the market liquidity analyses are essentially identical to those reported in Table 5 , we do not tabulate these results. Table 7 reports 2nd-stage estimation results from regressing measures of market liquidity on the same set of explanatory variables in equation (2). Consistent with the disclosure
TABLE 7
The Effects of State Antitakeover Statutes on Market Liquidity
The columns under "HomeState = 1" show the 2nd-stage regression results of sample firms that are incorporated in-state during the period 1987-1995. The columns under "HomeState = 0" show the 2nd-stage regression results of sample firms that are incorporated out-of-state during the period 1987-1995. The dependent variable TradingVolume for columns 1 and 2 is the median of the log of firm i's daily dollar trading volume during each year, where dollar trading volume is restated into a constant dollar of 2004 using the GDP deflator published by the Bureau of Economic Analysis. The dependent variable Turnover for columns 3 and 4 is the median ratio of firm i's daily trading volume to its shares outstanding during each year. The dependent variable Illiquidity for columns 5 and 6 is firm i's annual average ratio of the daily absolute return to the dollar trading volume on that day during each year. StateLawIndex is the antitakeover index in year t measured as the number of state antitakeover laws (i.e., CSA statute, FP statute, BC statute, PPE statute, constituencies statute, and recapture statute) in the state where the firm is incorporated. See Table 3 for other variable definitions. All regressions include home state location, industry, and year fixed effects. For brevity, the coefficients on these dummy variables are not presented. *, **, and *** represent significance at the 10%, 5%, and 1% levels, respectively, for 2-tailed tests. Z-statistics using standard errors clustered by states of incorporation are reported in parentheses.
TradingVolume
Turnover Illiquidity analyses, the effect of state antitakeover laws is primarily concentrated among firms incorporated out-of-state. Specifically for these firms, StateLawIndex is negatively associated with Illiquidity and positively associated with TradingVolume and Turnover (p < 0.05 or p < 0.01) after correcting for potential self-selection bias. The coefficients of StateLawIndex do not attain significance for firms incorporated in-state. Combined with the results of Table 6 , the evidence corroborates the argument that enhanced takeover protection allows firms to disclose more and thus improves firms' information environments.
D. Managerial Self-Interest or Shareholder Demand?
In this section, we perform analyses to distinguish between the shareholderdemand view and the takeover-pressure view. As the foregoing discussion in Section II suggests, the shareholder-demand view is supported if we find a negative interaction between state antitakeover statutes and proprietary costs. We focus on two factors that are likely to affect a firm's proprietary costs: innovation and industry competition. A firm relying more heavily on innovation enjoys greater future opportunities (e.g., Griliches (2000)), and it faces stronger pressure to protect these opportunities. We therefore expect the firm's proprietary costs of disclosure to increase with its innovation and growth opportunities. We use three alternative proxies for future growth opportunities and levels of innovation: R&D intensity (R&D%), market-to-book ratio (MB), and growth (SalesGrowth).
20 Proprietary costs also decrease with industry competition because excess profits tend to occur in less competitive industries and disclosures from firms in these industries are therefore more likely to provide competitors with useful information (e.g., Harris (1998) , Botosan and Stanford (2005) ). To measure industry competition, we follow Harris and focus on industry concentration, which is estimated with the Herfindahl index (Herfindahl) and industry concentration ratio (IndusConcen). We use the same framework as our primary disclosure analyses to test for the interaction effect. Since our analyses to this point show that the disclosure effect of antitakeover laws is primarily concentrated among firms incorporated out-ofstate, we test the interaction between antitakeover laws and proxies for innovation and industry competition for these firms. Table 8 presents the 2nd-stage results of the tests. In the first 2 columns, we add to our baseline model (equation (2)) an interaction term between StateLawIndex and one of the two proxies for growth and innovation (R&D% and MB), because the model has included R&D% and MB. In the remaining 3 columns (columns 3-5), we add to the baseline model both a stand-alone term of growth (SalesGrowth) or industry competition (Herfindahl or IndusConcen) and a corresponding interaction term. As Table 8 shows, the coefficients on the interaction terms are not significantly negative at the conventional levels.
21 Thus, we do not find strong evidence that shareholders demand more R&D% is the ratio of firm i's R&D expenditures to its sales (#12) in year t − 1; MB is the ratio of firm i's total market value to its book value of assets; SalesGrowth is firm i's growth of sales measured as (sales t−1 -sales t−2 )/ (sales t−2 ); Herfindahl is the Herfindahl index of firm i, measured as the sum of squared market shares of all firms in the same 2-digit SIC industry, where a firm's market share is the firm's sales (#12) as a proportion of total sales in the industry; IndusConcen is the industry concentration ratio measured as the percentage of market share owned by the largest 4 firms in the same 2-digit industry, where a firm's market share is the firm's sales (#12) as a proportion of total sales in the industry. See Table 3 for other variable definitions. All regressions include home state location, industry, and year fixed effects. For brevity, the coefficients on these dummy variables are not presented. *, **, and *** represent significance at the 10%, 5%, and 1% levels, respectively, for 2-tailed tests. Z-statistics using standard errors clustered by states of incorporation are reported in parentheses. disclosure as a costly monitoring mechanism in the presence of a less-robust takeover market. To summarize, the results from Tables 6-8 are more consistent with the takeover-pressure view that managers prefer more transparent disclosure when their job security is enhanced. Bertrand and Mullainathan (2003) find that antitakeover statutes lower firms' operating performance, suggesting that these statutes hurt shareholder interests. Francis et al. (2010) instead report evidence consistent with antitakeover statutes mitigating the agency costs of debt and thus benefiting bondholders. Distinct from these studies, our findings suggest that antitakeover legislation is likely to enhance shareholder welfare in terms of its potential to improve corporate disclosure. In addition to increasing market liquidity, transparent disclosure allows shareholders to better monitor managers, which improves managers' investment efficiency (Bens and Monahan (2004) , Hope and Thomas (2008) ). Thus, the overall net social benefit of antitakeover laws remains an open question.
E. Tests of Interaction between Antitakeover Statutes and Firm-Level Antitakeover Provisions
The effect of antitakeover statutes is likely to vary depending on firm-level takeover protection. Karpoff and Malatesta (1989) and Cheng et al. (2005) suggest that firm-level antitakeover protection may serve as an effective substitute for antitakeover statutes in protecting management. To the extent that the protection effect of antitakeover statutes decreases with firm-level antitakeover provisions, we expect the association between the statutes and voluntary disclosure to be less positive for firms with greater firm-level takeover protection. However, firm-level governance characteristics may reflect the allocation of power between managers and shareholders (Bebchuk and Fried (2006) ). If managers of firms with more firm-level antitakeover provisions have greater power relative to shareholders (Bebchuk, Cohen, and Ferrell (2009) ) and thus are likely to determine whether to disclose or withhold information, the effect of antitakeover statutes on voluntary disclosure would be more positive for firms with more firm-level takeover protection.
In addition to FirmGovIndex, we employ two parsimonious measures of firm-level takeover protection, CNindex and StaggeredBoard. Following Cremers and Nair (2005) , the measure CNindex focuses on the three antitakeover provisions (staggered boards, blank check preferred stock, and restrictions on shareholders' calling special meetings or acting through written consent) that are thought to be more effective in deterring takeover activity. As in Bebchuk and Cohen (2005) , we use the existence of a staggered board (StaggeredBoard) as a proxy for enhanced takeover protection, because a staggered board, which classifies the firm's directors into classes, can create monumental hurdles for a bidder to mount a successful takeover.
To test the two contradictory hypotheses, we add an interaction term of StateLawIndex and one of the three measures of firm-level takeover protection to the baseline model and test the significance of the coefficient on the interaction term for firms incorporated out-of-state. As shown in Table 9 , StateLawIndex × CNindex and StateLawIndex × StaggeredBoard are positively associated with disclosure (p < 0.01 or p < 0.05). To the extent that firm-level provisions primarily indicate limitations on shareholder power (Bebchuk et al. (2009) ), our results are consistent with the argument that entrenched managers have greater authority in determining the level of disclosure, and thus the effect of antitakeover statutes on disclosure is more positive for these managers.
TABLE 9
The Interaction of State Antitakeover Statutes and Firm-Level Takeover Protection
All columns show the 2nd-stage regression results of sample firms that are incorporated out-of-state during the period 1987-1995. In all regressions, the dependent variable TotalDisc is the percentile rank of the AIMR ratings of firm i's total voluntary disclosure in year t. StateLawIndex is the antitakeover index in year t measured as the number of state antitakeover laws (i.e., CSA statute, FP statute, BC statute, PPE statute, constituencies statute, and recapture statute) in the state where the firm is incorporated. FirmGovIndex is the number of firm-level antitakeover provisions; CNindex is the index based on three antitakeover provisions (staggered boards, blank check preferred stock, and restrictions on shareholders' calling special meetings or acting through written consent); and StaggeredBoard is a dummy variable with a value of 1 if the firm has a staggered board structure, and 0 otherwise. See Table 3 for other variable definitions. All regressions include home state location, industry, and year fixed effects. For brevity, the coefficients on these dummy variables are not presented. *, **, and *** represent significance at the 10%, 5%, and 1% levels, respectively, for 2-tailed tests. Z-statistics using standard errors clustered by states of incorporation are reported in parentheses. 
V. Summary
The purpose of this paper is to investigate the effect of external oversight from takeover markets on voluntary disclosure activity. Although takeover protection is generally regarded as a type of weak governance that entrenches management and destroys firm value, studies to date have proposed three competing views with two contradictory effects that such protection may have on disclosure activity. Due to a lack of sufficient evidence, whether takeover protection increases or decreases a firm's disclosure still remains an ambiguous issue.
In this paper, we focus on the effect of state antitakeover laws on voluntary disclosure, because cross-state variation in antitakeover legislation allows us to operationalize the theoretical construct of takeover protection. We employ a self-selection model to correct for the endogeneity of firms' state-of-incorporation decision. Using the disclosure rankings developed by the AIMR as our proxy for voluntary disclosure and controlling for both financial and governance factors that are likely to affect disclosure quality, we find that firms incorporated in states with more antitakeover statutes have significantly higher analyst rankings of disclosure and greater market liquidity than firms governed by fewer antitakeover statutes. The results remain robust to a battery of additional tests, including a refined 2-stage methodology that directly endogenizes a firm's state-of-incorporation decision based on a state's antitakeover laws. In addition, we do not find evidence that the effect of antitakeover statutes on disclosure decreases with the proprietary costs of disclosure, suggesting that the disclosure effect of the statutes is likely to be driven more by managerial self-interest than by shareholder demand. Finally, we find that the effect of the statutes on disclosure becomes increasingly positive as firm-level antitakeover provisions increase.
In addition to confirming the role of opaque disclosure in the market for corporate control (Edlin and Stiglitz (1995) ), this paper provides additional insights into the roles of corporate governance in affecting voluntary disclosure activity. In contrast to prior studies (Ajinkya et al. (2005) , Karamanou and Vafeas (2005) ) that generally find a positive association between strong governance and voluntary disclosure, we find that takeover protection, as a type of weak governance, is positively associated with voluntary disclosure activity. Given that severe market meltdowns often follow the announcements of poor disclosures, regulators and legislators need to be cautious in reducing takeover protection before they have fully considered the costs and benefits.
Appendix. Additional Disclosure Analyses
In this Appendix, we perform several additional tests of the effect of antitakeover statutes on voluntary disclosure and present the results in Tables A1 and A2 . First, following prior studies (Sengupta (1998) , Nagar et al. (2003) ), we test the association between the raw AIMR disclosure ratings of total disclosure (as an alternate measure of disclosure) and antitakeover statutes, which yield essentially unchanged results. We also disaggregate TotalDisc into annual disclosure ranking (AnnualDisc), other disclosure ranking (OtherDisc), and investor relations ranking (RelationDisc), and we find that StateLawIndex remains positively associated with all three component rankings for out-of-state incorporating firms. Second, we include managerial ownership (CEOOwn%), the number of board meetings (BoardMeetings), duality of CEO/chairman (Duality), and earnings Table 3 for other variable definitions. All regressions include home state location, industry, and year fixed effects. For brevity, the coefficients on these dummy variables are not presented. *, **, and *** represent significance at the 10%, 5%, and 1% levels, respectively, for 2-tailed tests. Z-statistics using standard errors clustered by states of incorporation are reported in parentheses. (2008), Karamanou and Vafeas (2005) ) suggest that these governance characteristics are associated with voluntary disclosure. The positive association between state antitakeover statutes and voluntary disclosure remain positive after controlling for these factors. Finally, following Giroud and Mueller (2010) , we also include financial services and utility firms (SIC codes 6000-6500 and 4400-4999) in the sample, and still find a positive association between StateLawIndex and TotalDisc for firms that incorporate out-of-state.
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